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To Be or Not to Be IMPEACHED !! Is That Really the Question ?! 

Fadi Nasser - Head of Treasury Sales 

 

In last week’s economic write-up I covered recent market complacency and extremely low equity and bond volatility 
levels - whilst commenting that whenever investors and traders (weird species!) think they have it all figured out, the 
market can and typically does bite! As turmoil surrounding President Donald Trump’s administration started roiling 
markets this week, options speculators traded more than a million of call contracts that bet on a rise in the VIX (the 
CBOE Volatility Index), triggering a 5.7 points rise (or roughly 55% jump) in the fear index on Wednesday and 
Thursday, its biggest 2-day jump since September 2016. 

 
So what exactly triggered this latest mini-market panic? And should we prepare ourselves for more turmoil in coming 
days/weeks? 
 
On Tuesday May 16

th
, markets learned that President Trump had asked FBI Director James Comey in February to 

drop an investigation into former national Security Adviser Michael Flynn, and that according to a person who was 
given a copy of a memo Comey wrote following his Oval Office conversation with the US president. “I hope you can 
let this go…Flynn is a good guy” Trump told the FBI director, according to the memo, as cited by the New York 
Times. Whilst Trump strongly denied and rejected any suggestions that he tried to interfere with the investigation - 
during a news conference at the White House yesterday (suggesting instead that the entire thing has been a witch 
hunt and that it divides the country) - the damage had already been done! Even before the report of the Comey 
memo, members of Congress were negotiating to bring in the former FBI chief to hear his account of interactions 
with Trump. Following the leak, the Chairman of the House Oversight Committee, Utah Republican Jason Chaffetz, 
wrote a letter to McCabe (acting FBI Director) demanding that he provides by May 24

th
 all FBI memos and other 

records documenting communications between Comey and Trump. 
 
The revelation deepened a political crisis for Trump’s White House by introducing the possibility that the US 
President may have obstructed justice, an impeachable offense. His administration was already on the defensive 
following criticism of his firing of Comey the previous week, and over a report Monday that Trump disclosed sensitive 
intelligence to two top Russian officials in the Oval Office. It also added to tensions in financial markets that were 
already reacting to concerns about the Trump administration. The yen jumped 3% for the week, trading to a low of 
110.30 per dollar yesterday from 113.60 last Monday. The S&P 500 dropped 1.9% during the same period, while the 
Bloomberg Dollar Spot Index hit its lowest level since November. U.S. 10-year Treasury bond yields sold off 12 bps 
and were last trading at 2.24%. 
 
Even before disclosure of the memo, key Republicans were showing fatigue with the president’s political problems. 
Senate Foreign Relations Chairman Robert Corker said last Monday that the White House is “in a downward spiral.” 
The usually cautious Senate Republican leader, Mitch McConnell said Tuesday morning the party needs “less 
drama” from the President, while Representative Carlo Curbelo, a Florida Republican, said Congress should have a 
special select committee focused on Trump and Russian interference in the 2016 election because the 
administration “needs to be held accountable.” Several Democrats, on the other side, have called Comey’s memo – 
as reported – a “powerful evidence of obstruction of justice”. If verified, it would amount to obstruction of justice, a 
crime that was among the articles of impeachment drawn up against Richard Nixon (Nixon resigned office in 1974, 
engulfed by the Watergate scandal). 
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Whatever happens next remains anyone’s guess! Trump’s failures risk a constitutional crisis: The White House is 
paralyzed by leaks and the US President is unlikely to succeed at completely derailing the FBI investigation into his 
campaign's ties to Russia. But he might undermine it enough to avoid any serious consequences. Even without his 
deceptions, the investigation could prove inconclusive! The crisis of public trust in the country’s leadership will 
remain over the near term and lead to an erosion in confidence for what America is about and what role the most 
important democracy in the world would play on the world scene in months to come. The government will never 
regain its footing unless discipline is imposed, not just on the executive branch but also on the President. For that, 
Mr. Trump has to stop shooting from the lip and focus on the business of state, starting with his upcoming trip to the 
Middle East and NATO allies. He could also begin by ending his rhetorical wars with anyone who criticises him!! 
Congress too should still tread carefully before setting in motion the steps to remove the US President.  
 
 
Elsewhere, a quick update on a major story we have been tracking over the past 48 hours: Brazilian markets were 
hit hard yesterday as political crisis reignited. Both the local currency (Brazilian Real) and stock market (Bovespa) 
plunged roughly 10% as a leading Brazilian newspaper has involved President Michel Temer in bribery allegations, 
putting his reform agenda in jeopardy and opening the door for yet another disruptive change of president just as the 
country was showing signs of emerging from two years of deep depression. Investors had piled into Brazil’s 
currency, stocks and bonds this year, believing that the government of President Michel Temer — installed last 
August after the impeachment of his predecessor Dilma Rousseff — would enact reforms to balance the public 
accounts and lead the economy back to growth after a combined contraction of 7.4% in 2015 and 2016, according to 
the central bank. But many feared such hopes have now been dashed after national television reported on 
Wednesday night that Mr. Temer had been recorded encouraging the bribery of a key figure in the Lava Jato 
corruption scandal that has engulfed large sections of Brazil’s business and political leadership (Operation Car Wash 
or “Lava Jato” is an investigation being carried out by the Federal Police of Brazil, Curitiba Branch, and judicially 
commanded by Judge Sérgio Moro since March 17, 2014. Initially a money laundering investigation, it has expanded to 
cover allegations of corruption at the state-controlled oil company Petrobras, where executives allegedly accepted bribes 

in return for awarding contracts to construction firms at inflated prices). The president’s office denied he had done 
anything improper but investors appeared to have dumped assets in large size, fearing that the episode could derail 
his reform programme. 

 

 
 
 

https://en.wikipedia.org/wiki/Federal_Police_of_Brazil
https://en.wikipedia.org/wiki/S%C3%A9rgio_Moro
https://en.wikipedia.org/wiki/Money_laundering
https://en.wikipedia.org/wiki/Petrobras
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Disclaimer 
 

It is important that you only use this report if you are the intended recipient of this report and you have satisfied yourself that 

you are eligible to receive such information. This report is provided to you because you are one of our esteemed customers and have 

previously shown interest in receiving the type of information contained in this report. 

 
The Treasury and Investment Management department of Gulf International Bank B.S.C. ("GIB") have compiled the information in this 

report.  GIB is incorporated in the Kingdom of Bahrain and is licensed by the Central Bank of Bahrain (the "CBB") as a conventional 

wholesale bank. GIB's head office is located at Al-Dowali Building, P.O. Box 1017, 3 Palace Avenue, Manama, Kingdom of Bahrain. 

 
This report is intended for the accredited investors, as defined in the Investment Business Code of Conduct published by the CBB. 

This information has not been reviewed by the CBB or any other regulatory authority in any jurisdiction and neither CBB nor any 

other regulatory takes any responsibility for the correctness or accuracy for the information contained in this report. 

 
The information contained herein is not directed at or intended for use by any person resident or located in any jurisdiction where 

(1) the distribution of such information is contrary to the laws of such jurisdiction or (2) such distribution is prohibited without 

obtaining the necessary licenses or authorizations by the relevant branch, subsidiary or affiliate office of GIB and such licenses 

or authorizations have not been obtained.  The recipient of such information is responsible for ensuring that this information has 

not been received by it in breach of laws and regulations of any jurisdiction. 

 
This report contains publicly available information only, which has only been complied by GIB. The information provided herein is on 

"as is" and "as available" basis and without representation or warranty of any kind.  GIB hereby disclaims any representation or 

warranty, express or implied, as to the accuracy, timeliness, completeness, merchantability, fitness for any particular purpose or 

non-infringement of any of such information.   In no event shall GIB or its subsidiaries, affiliates, shareholders or their 

directors, officers, employees, independent contractors, agents and representatives (collectively, "GIB Representatives") be liable 

(1) for any inaccuracy, delay, loss of data, interruption in service, error or omission or for any damages resulting there from, or 

(2) for any direct, indirect, incidental, special, compensatory or consequential damages arising from any use of information or 

arising from any error (negligent or otherwise) or other circumstance or contingency within or outside the control of GIB or any GIB 

Representative, in connection with or related to obtaining, collecting, compiling, analyzing, interpreting, communicating, 

publishing or delivering any such information. The information here is, and must be construed solely as, compilation of information 

(unless expressly stated otherwise) and not statements of fact as to credit worthiness or recommendations or opinions of GIB. 

 
This report does not provide individually tailored investment advice. Any materials contained herein have no regard to the specific 

investment objectives, financial situation or particular needs of any specific recipient.  The document is provided for information 

purposes and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. 

GIB makes every effort to use reliable, comprehensive information, but we do not represent that it is accurate or complete.  No 

representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the 

materials, nor are they a complete statement of the securities, markets or developments referred to herein.  Recipients should not 

regard the materials as a substitute for the exercise of their own judgement. Any opinions are subject to change without notice and 

may differ or be contrary to opinions expressed by other business areas or groups of GIB as a result of using different assumptions 

and criteria. GIB is not under any obligation to update or keep current the information contained herein. 

 
The value of, and income from, your investments may vary because of changes in interest rates or foreign exchange rates, securities 

prices or market indexes, operational or financial conditions of companies or other factors.  Past performance is not necessarily a 

guide to future performance. Estimates of future performance are based on assumptions that may not be realised. 

 
The information contained in this report is just for informational purposes.  Information does not constitute a solicitation, an 

offer, or a recommendation to buy or sell any investment instruments, to effect any transactions, or to conclude any legal act of 

any kind whatsoever. GIB does not intend to provide investment, legal or tax advice through this report and does not represent that 

any securities or services discussed are suitable for any investor. When making a decision about your investments and business, you 

should seek the advice of professional advisors. 

 
The report may contain statements that constitute "forward looking statements".   While these forward looking statements may 

represent GIB’s judgment and future expectations, a number of risks, uncertainties and other important factors could cause actual 

developments and results to differ materially from GIB’s expectations.  GIB is under no obligation to (and expressly disclaims any 

such obligation to) update or alter its forward-looking statements whether as a result of new information, future events, or 

otherwise. The historical information is provided for information purposes only.  Performance figures are calculated before tax (if 

any) and after deducting ongoing fees and expenses.  The performance figures are historical and past performance is not necessarily 

an indication of future results.  Certain amounts (including %ages) included in this document may have been subject to rounding 

adjustments.  Accordingly, figures may not be an exact arithmetic aggregation of the figures to which they relate. The values and 

forecasts shown represent our current indicative valuations and forecasts of the relevant transactions, currencies, interest rates, 

commodities or securities as at the date shown. Any value or forecast shown herein is not an indicative price quotation. We 

expressly disclaim any responsibility for the accuracy of the values or forecasts shown, any errors or omissions in the report 

 
With the exception of information regarding GIB and save as otherwise specifically indicated, the information set out in this report 

is based on public information. We have, where possible, indicated the primary source of information.  We strongly recommend the 

recipients consult the primary source of information. Facts and views in this report have not been reviewed by, and may not reflect 

information known to, professionals in other GIB business areas. 

 
This Report, and the information contained herein (save to the extent that such information is publicly available) is confidential 

and may not be disclosed by you to any other person outside of your organization without our consent. 

 
GIB retains all right, title and interest (including copyrights, trademarks, patents, as well as any other intellectual property or 

other right) in all information and content (including all text, data, graphics and logos) in this document.  All recipients must 

not, without limitation, modify, copy, transmit, distribute, display, perform, reproduce, publish, license, frame, create derivative 

works from, transfer or otherwise use in any other way for commercial or public purposes in whole or in part any information, text, 

graphics, images from this document (excluding publicly available information) without the prior written permission of GIB. 


